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AGREEMENT! BETWEEN THE GOVERNMENT OF THE STATE OF
ISRAEL AND THE GOVERNMENT OF THE REPUBLIC OF

HUNGARY FOR THE PROMOTION AND RECIPROCAL PRO-
TECTION OF INVESTMENTS

The Government of the State of Israel and Lhe Government
the Republic of Hungary,

[aR}

DESIRING to intensify economic cooperation to the mutual
benefit of both countries,

INTENDING to create favorable condibticas for javeslmenbts b)’
investors of either Contracting Party in the territory of
the other Contracting Party,

and,

RECOGNIZING that the promotion and recipgrocal protection ot
investments on the basis of the present Agreemant will be
conducive to the stimulaticn of fndividual Lusingss
initiative and vill increase prosperity in bulh states,

have agreed as follows:

Article 1

Definitions

For the purposes of the present Agrecment:

1. The term "investments" shall comprise any klud f
assets connected with the participation of investors
of one Contracting Party in companies or lotat
ventures incorporated or constituted 1{n osccerdan.a
vith the 1law of the other Contracting Party,
including, but not limited to:

a) movable and immovable property, as wvell as  any

other rights In rem , in respect of every Ykina
of asset;

! Came into force on 14 September 1992, the date of the last of the notifications by which the Contracting Parties
informed each other of the completion of the required procedures, in accordance with article 12.
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b) rights derived from shares, all Xindas of bLonds
and other kinds of interests In compantas;

c) claims to money, goodvlll and olher assels and fo
any performance having an economic value;

d) rights in the field of intellectual property,
technical processes and knov-lLowv;

e) business concessions conferred by law or under
contract, including concessions Lo search [or,
cultivate, extract or exploit nalural resources.

A change in the form in vhich assats are investad Jdouis
not affect their character as investmnculs vithin (he
meaning of this Aqreement. The grovisicons of thia
Agreement shall apply to the rights and ubligations of
both Contracting Parties vith respesct ta  lnvestmaents
made on or after the 13t day of January (973,

The term "investor"™ shall comprise:

a) physical persons deriving their status s
nationals or permanent residents G th
Contracting Party concerned from the lav Lo tore
in that Contracting Party, who are taot  algu
nationals of the other Contracting Party; or

Low

\

b) companies 1includiing corpolrations, fivrms or
associations 1incorporated or censtituted in
accordance with the law of the Contracting FParty
concerned, which are not directly or indtrectly

controlled by investors of the other Contracting
Party.

The term "returns" shall comprise the amonnt yi.ld2d
by an 1investment including, but aot lluwited Utn:
dividends, profit, interest, capital gal-.s, royallbicys
or fees.

The term “"territory" shall mean vith respect to each

Contracting Party, the territory of that Contracting
Party.

The term "Contracting Party" shall mean the Goveenmant
of the State of 1Israel or the Government of LULle
Republic of Hungary, as the context may require.
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(3¥]

Article 2
Promotion and Protection of Investment

Each Contracting Party shall, in 1its territosy,
encourage and create favorable condittions tor
investments by 1investors of the other Contracting
Party and, subject to 1ts right to exercisa the powers
conferred by 1ts laws, shall admit such I1nvestment:.

Investments made by investors of each Contracring
Party shall be accorded falr and equitahle trreatunnt

and shall enjoy full protection and secvrlity in  1lc
territory of the other Contracting Party. dolthoer
Contracting Party shall 1in any vay tmpalr Ly
unreasonable or discriminatory mEAsSNIres the

management, maintenance, use, enjoyment or dispnssl of
investments in 1ts territory of investors uf the othor
Contracting Party.

Article 3

MOb E Favored Nation Trealment

Neither Contractiang Party shall, 1{in {ts tevritory,

subject investments or returns of 1investors of the
other Contracting Party to treatwent less favoruali=2
than that wvhich 1t accords to fnvestuents or relurns
of its own investors or to investmenls or retiarng of

investors of any third state.

Neither Contracting Party shall, In 1ts territory,
supbject investors of the other Contracting Party, as
regards thelr management, maintenance, use, enjayment
or disposal of thelr investments, to treatmest loss
favorable than that which it accords to iis oun
investors or to investors of any third state.

Article 41
Compensation for Losses

Investors of one Contracting Party wvhose 1investmecnts
in the territory of the other Contracting Party suffer
losses owving to wvar or other armed conflict,
revolution, a state of national emergency, revolt,
insurrection, riot or other such similar events 1n rhe
territory of the latter Contracting Party shall Le
accorded by the latter Contracting Party treatment, as
regards restitution, indemnification, compensatlion or
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other settlement, no less favorable than that which
the 1latter Contracting Party accords to {ts oun
investors or to investors of any third state.
Resulting payments shall be freely transferable.

Hithout prejudice to paragraph (1) of this article,
investors of one Contracting Party vho, in any of tLhe
situations referred to 1n that paragraph, suffer
losses in the territory of the other Contracting
Party, resulting from:

(a) requisitioning of thelr property by its forces or
authorities, or

(b) destruction of thelr property by 1ts forces or
authorities, wvhich wvas not caused 1n combat

action or was not required by the necessity ot
the situation,

shall be accorded restitution or adequute
compensation. Resulting payments shall be freely
transferable.

Article 5

Expropriation

Investments of investors of either Contracting Farty
shall not be natlonalized, expropriated or subjectucd
to measures having effect equivalent to
nationalization or expropriation ("expropriation”) in
the territory of the other Contracting Party, except
for a public purpose related to the Ilnternal needs uf
that Contracting Party on a non-discriminatory hasis
and against prompt, adequate and cffocliva
compensation. Such compensation shall amount to Lue
market value of the investment expropriatad
immediately before the expropriation or Leicre Lhe
impending expropriation Dbecame public knowledge,
vhichever 1s the earlier, shall include interest as
provided by lawv until the date of payment, shail be
made vithout delay, be etfectively realizable and hLe
freely transferable. Tne 1investors affecied shalt! have
a right, under the lav of the Contracting Paity making
the expropriation, to prompt reviewv, by a judicial or
other independent authority of that Contracting Party,
of hig or its case and of the valuation of his or :ls
investment, in accordance vith the princlples set out
in this paragraph.
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Where a Contracting Party expropriates Lhe assets aof a
company, vithin the meaning of Article 1 (73), vhich |s
incorporated or constituted under the lav In force In
its territory and in vhich 1investors of the other
Contracting Party own shares, or other ovnership
rights, 1t shall ensure that the provisjions of
paragraph (1) of thils Article are appllied to the
extent necessary to guarantee prompt, adeguate and
effective compensation, 1in respect of thelr investment
to such investors of the other Contracting Party vho
are ovners of those shares or other ownership rights.

Article 6

Repatriation of Investment and Returns

Each Contracting Party shall, in respect of
investments, guarantee to {nvestors of the other
Contracting Party the unrestricted transfer of their
investments and returns. Transfers shall e effecl.d
vithout delay in the convertible currency in vhich the
capital was originally 1Invested or in any other
convertible currency agreed by the investor and Lhe
Contracting Party concerned. Unless othervise agreed
by the investor, transfers shall be made st the rate
of exchange applicable on the date of transfer
pursuant to the exchange regulations in force.

In respect of the State of Israel, notwithstanding
paragraph (1), this Article shall aol, fory the time

being, apply to the followving categories of
investments:

(a) All types of deposits in Nev Isruel Shegels held
in Israeli banks including saving accounts and
pension funds of all maturities.

(b) Bonds in Nev Israell Shegels and options issued
or guaranteed by the Government of Israclt or LYy
Israell banks as well as investment In mutual
funds which invest {n these kindsg of bouds, Banks
shares vhich are eligible for redemption Dby ULhie
Government of Israel a3 a resull of the Banks

shares arrangement of 1983 are also {acluded in
this category.

(c) Investments 1n partnerships with an Israell
resident or in unincorporated firms.
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Article 7

Exceptions

The provision of this Agreement relating to the grant of
treatment not less favorable than that accorded to tlc
ifnvestors of either Contracting Party or of any third statc
shall not be construed so as to oblige one fContracting
Party to extend to the investors of the other the benefit
of any treatment, preference or privilege resulting fronm
any international agreement or arrangement relating to:

(a) any existing or future customs union, regional
economic organisation, free trade arca
agreement, or similar international agreement to
vhich either of the Contracting Parties Lls or
may become a party, or

(b) any 1international agreement or arrangement
relating wholly or mainly to taxation oOr any

domestic legislation relatling vholly or mailnly
to taxation.

Article 8

Reference to International Centre for
Settlement of Investment Disputes

1, Each Contracting Party hereby consents to submit (o
the 1International <Centre for the Settlement of
Investment Disputes ("the Centre") for settlement Ly
conciliation or arbitration under the Conventlon on
the Settlement of Investment Disputes betwveen States
and Nationals of Other States opened for siynature at
Washington on 18 March 19651 any legal dispute arising
between that Contracting Party and a national wr
company of the other Contracting Party concerning an

investment of the latter 1in the territory of the
former.

2. A company which 18 incorporated or constituted under
the lav 1in force in the territory of one Contractiug
Party and in which, before such a dispute artses, the
majority of shares are owned by nationals or companles
of the other Contracting Party shall, in accordance
with Article 25(2)(b) of the Convention, he treated

1 United Nations, Treaty Series, vol. 575, p. 159.
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for the purposes of the Convention as a company of the
other Contracting Party.

3 (a)

(b)

If any such dispute should arise, vrelated Lo
Articles 5 or 6, then the investor uaffected may,
in his sole discretion, institute concillation
or arbitration proceedings by e&ddressing a
request to that effect to the Secrctary-Genersl
of the Centre, as provided in Article 8 or "6
respectively of the Convention. The Contracting
Party which 1is a party to the dispute shall ot
raise a3 an objection at any stage of the
proceedings or enforcement of an avard the feact
that the investor which 1s the olhcer party to
the dispute has received, 1in pursuance of an
insurance contract, an indemnity In respect of
gome or all of his or its losses.

If any other such dispute should arise and
cannot Dbe resolved, amicably or othervise,
vithin 18 months from wvritten notificatlon «of
the existence of the dispute, then Lthe investor
affected may institute concillation ab
arbitration proceedings by addressing a request
to that effect to the Secretary-General of tha
Centre, as provided 1in Article 28 or 56
respectively of the Convention. The Contracting
Party which is a party to the digpute shall nct
raise as an objection at any stage of the
proceedings or enforcement of an avard the fact
that the investor which is the other party Lo
the dispute has received, 1in purswance of an
insurance contract, an indemnity in respect of
some or all of his or its losses.

4 Neither Contracting Party shall pursue, through the

diplomatic channel, any dispute referred to the
Centre, unless:

(1)

(2)
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Article 9
Disputes Between the Contracting Parties

Disputes between the Contracting Partles concerning
the interpretation or application of this Aqgreemunt
should, 1if possible, be settled through the diplomatic
channel, wvhich may 1tinclude, 1f both Contracting
Partiles so desire, referral to a Bllateral Commiussian
composed Of represe.staLives of both Contracting
Parties.

If a dispute between the Contracting Partles cannot
thus be settled vithin six (6) months from
notification of the dispute, {t shall, upon thke
request of either Contracting Party, hbe submitted Lo
an arbitral tribunal.

Such an arbitral tribunal shall be constituted for
each individual case 1n the followving wvay: Wlthin
three months of the recelipt of the request for
arbitration, each Contracting Party shall appoint one
member of the tribunal. Those tvo members shall then
select a national of a third State, provided that
State maintains diplomatic relations vith both
Contracting Parties who, on approval by the tvo
Contracting Parties, shall be appolinted Chairman of
the tribunal. The Chairman shall be appointed wvithin

tvo months from the date of appointment of the other
tvo members.

If, within the periods specifled in paragraph (3) of
this Article, the necessary appointments have not been
made, either Contracting Party may, in the absence of
any other agreement, invite the President of the Swviss
Confederation to make any necessary appointments. If
the President 13 prevented from discharging the said
function, the Vice-President shall be invited to make
the necessary appointments. If the Vice-President 15
prevented from discharging the saild function, the
Member of the Swiss Confederation next 1in senlority
shall be invited to make the necessary appointments.

The arbitral tribunal shall reach its decision by a
majority of votes. Such decision shall be Dbinding on
the Contracting Parties. Each Contracting Party shall
bear the cost of its own member of the tribunal and of
its representation in the arbitral proceedings; the
cost of the Chairman and the remaining costs shall be
borne in equal parts by the Contracting Parties. The
tribunal may, hovever, in 1ts dJdecision, direct that a
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higher proportion of costs shall be borne by one of
the tvo Contracting Parties and this awvard shall be
binding on both Contracting Parties. The tribunal
shall determine 1its own procedure.

Article 10
Subrogation

If one Contracting Party or 1its designated Agency
(“the First Contracting Party") makes a payment under
an indemnity given in respect of an investment in the
territory of the other Contracting Party ("the Second

Contracting Party"), the Second Contracting Party
shall recognize:

(a) the assignment to the First Contracting Party Dy
lav or by legal transaction of all the rights and
claims of the party indemnified; and

{(b) that the First Contracting Party is entitled to
exercise such rights and enforce such «c¢laims by
virtue of subrogation, Lo the same extent as Ltle
party indemnified.

The Pirst Contracting Party shall be entitlcd in all
circumstances to:

(a) the same treatment in respect of the rights and
claims acquired by 1it, by virtue of the
assignment; and

(b) any payments received 1in pursuance of those
rights and claims,

as the party indemnified vas entitled to receive by
virtue of this Agreement, 1 respect of the investment
concerned and its related returns.

Any payments received in non-convertible currency by
the first Contracting Party, in pursuance of L[he
rights and claims acquired, shall be freely avallable
to the first Contracting Party for tthe purpcse of
meeting any expenditure incurred in the territory of
the Second Contracting Party.
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Article 11

Application of Other Rules

If the provisions of law of elther Contracting Party or
obligations under international lawv existing at present or
established hereafter between the Contracting Parties 1in
addition to the present Agreement contain rules, wvhether
general or specific, entitling investments by investors of
the other Contracting Party to a treatment mwore favorable
than is provided for by the present Agreement, such rules
shall to the extent that they are more favorable oprevail
over the present Agreement.

Article 12

Entry into Force

Each Contracting Party shall notify the othker Contractiag
Party of the completion of the procedures raqulred for
bringing this Agreement into force. This Agreament shall
enter into force on the date of the latter notification.

Article 13

Duration and Termination

This Agreement shall remain in force for a period of 10
years. Thereafter, it shall continue in force uantil the
expiration of 12 months from Lhe date on vhich etthor
Contracting Party shall have given written notice of

termination to the other. In respect of (nvestnents made
vhile this Agreement is 1In force, 1its provisions shall
continue in effect with respect to such investmentsz far a
period of 20 years after the date of termiwation arnd
vithout prejudice to the application thereafter of the

rules of general international law.
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In vitness whereof the undersigned, duly authorized thercto
have signed this Agreement.

Done in duplicate at Jgr‘l_ga(ali( this 194 day
ot Ma»/ 1991, vhich corresponds to the Isf. day
of Sivan~ 5751, in the Hebrev, Nungarian and

English languages, all three texts being equally authentic.

In case of differences in interpretations, the English text
shall prevalil.

For the Government For the Government
of the State of Israel: of the Republic of Hungary:
[Signed — Signé)! [Signed — Signé)*

! Signed by Yitzhak Shamir — Signé par Yitzhak Shamir.
2Signed by Jozsef Antall — Signé par Jozsef Antall.
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